
COMMONWEALTH OF KENTUCKY 

BEFORE TKE PUBLIC SERVICE COMMISSION 

S f * * *  

In the Matter of: 

THE APPLICATION OF B & H ) 
GAS COMPANY FOR APPROVAL 1 CASE NO. 8135 
OF A PURCHASED GAS ADJUSTMENT 1 
CLAUSE 1 

O R D E R  

On January 29, 1981, B & H Gas Company ("Applicant") f i l e d  

its notice and a p p l i c a t i o n  wherein it proposed to adjust t h e  unit 

charges in all rate schedules pursuant to t h e  Purchased Gas Adjustment 

Clause contained i n  t h e  Applicant's E . R . C .  Ky. No. 2 T a r i f f .  

The Applicant fur ther  stated t h a t  the proposed adjustment 

Was based on t h e  need to make emergency purchases of gas from 

Kentucky-West Virginia Gas Company and t h a t  t h e  Applicant was not 

in a f i n a n c i a l  p o s i t i o n  t h a t  would allow it to absorb this increased  

c o s t .  

On February 5, 1981, t h e  Commission issued an Inter im Order 

wherein i t  approved the A p p l i c a n t ' s  request for emergency gas pur- 

chases from Kentucky-West V i r g i n i a  for  a period of 120 days and 

ordered that the a d d i t i o n a l  cost be recovered i n  t h e  form of a sur-  

charge to  be added to the present  r a t e s .  

The Commission further ordered t h a t  t h e  approval of' a Purchased 

Gas Adjustment Clause would be considered at a later date. 

On March 11, 1981, a hearing  w a s  h e l d  i n  the Commission's 

offices f n  Frankfort ,  Kentucky to determine t h e  reasonableness of 



Bhis par t  of the  A p p l i c a n t ' s  request. A t  the hear ing ,  it was 

r e v e a l e d  that t h e  Applicant had failed to provide proper notice 

to its customers as required  and the hearing  w a s  re scheduled  at 

a later d a t e .  

On Apri l  30, 1981, another hearing  was held i n  t h e  Commission's 

offices concerning the A p p l i c a n t ' s  proposed Purchased Cas Adjustment 

Clause. All parties of i n t e r e s t  were notified and there w e r e  no 

i n t e r v e n o r s  present. 

After r e v i e w i n g  t h i s  ev idence  of record  and being advlsed, 

the  Commission is of t h e  op in ion  and f i n d s  t h a t :  

(1)  The Applicant does n o t  have on f i l e  w i t h  the Commission 

8 Purchased Gas Adjustment Clause in its E .  R .  C .  No. 2 Tariff. 

(2 )  A Purchased Gas Adjustment Clause  is f a i r ,  just and 

reasonable  and should be approved. 

(3 )  For the purpose of t h e  f u t u r e  a p p l i c a t i o n  of t b e  Purchased 

Gas Adjustment Clause of the Applicant, the base rate for purchased 

gas should be: 

S u p p l i e r  

Bradley and Son 
Gypsy Hughes 

Rate 

-47  per Mcf! 
.65 per  Mcf 

- 

IT IS THEREFORE ORDERED that the Purchased Gas Adjustment 

Clause set out in Appendix A attached hereto is fa i r ,  j u s t  and 

reasonable and is hereby approved. 

IT IS FURTEER ORDERED that for t h e  purpose of t h e  future 

application of t h e  Purchased Gas AdJustment  Clause t h e  base rate 

for purchased gas shall be: 

- 2 -  



Supplier 

Bradley and Son 
Gypsy Hughes 

IT IS FURTHER ORDERED t h a t  t h e  Applicant 

t h i s  Commission w i t h i n  20 days f r o m  the date of 

rev i sed  tariff sheets setting out t h e  Purchased 

Rate 

.47 per Mcf 

.65 per Mcf 

- 

s h a l l  f i l e  w i t h  

t h i s  Order, its 

Gas Adjustment 

Clause approved here in .  

Done at Frankfor t ,  Kentucky, this 17th day of June, 1981. 

PUBLIC SERVICE comIssroN 

ATTEST : 

Secretary 



APPENDIX TO AN ORDER OF THE PUBLIC SERVICE 
COMMISSION IN CASE NO. 8135 DATED June 17, 1981 

The following rates are prescribed f o r  the customers in 

the area served by B & H Gas Company. All other rates  and charges 

not  s p e c i f i c a l l y  mentioned here in  s h a l l  remain t he  same as those 

i n  effect under authority of the Commission prior to the date of 

t h f s  Order. 

PURCHASED GAS ADJUSThiENT APPLICABLE TO ALL RATE SCHEDULES 

The rates authorized h e r e i n  are based upon the wholesale 
C o s t  O f  gas to  t h e  Applicant as computed upon rates of its whole- 
sale suppliers then currently in effect under valid contracts or 
under wholesa le  tariffs o E  t h i s  Commission. For the purpose of this 
purchased gas adjustment clause, these rates shall be considered as 
the base  rate for  purchased gas. In the event  there is an increase 
in t h i s  base rate the Applicant shall file with t h i s  C a m i s s f o n  the 
f o l l o w i n g  information: 

(I) A copy of t h e  w h o l e s a l e  supplier tariff or wholesale 
tariff of this Conmission effecting the change i n  t h e  base rate 
and a statement relative t o  the effective date of such proposed 
change. 

(2 )  A s ta tement  s e t t f n g  out  the details of gas purchased under 
t h e  provision of t h e  base rate for the previous twelve months showing 
billing under the base r a t e  and under the proposed r e v i s e d  rate appli- 
cable to this service. 

(3) A statement setting out the details of gas s o l d  for 
the previous twelve months. 

( 4 )  A balance sheet as of the end of the latest twelve- 
month period and a statement of operating expenses and revenues  
in the same detail as reported to this Commission in the utility's 
annual report. 

( 5 )  Such other fnformation as this Commission may request 

In t h e  event  there I s  a decrease In purchased gas costs or 

for 8 proper determiniation of the purchased gas adjustment. 

refund, the Applicant shall file the information required in 1, 2, 
and 4 above. 

Upon receipt of this f n f s r m a t i a n ,  this Commission will review 
t h e  effect of t h e  revised rate OR the o p e r a t i o n  of the Applicant 
and will issue its Order s e t t i n g  aut t h e  purchased gas adjustment 
that the utility s h a l l  apply to its rates. 



The maximum amount of t h e  a d j u s t s e n t  so  prescribed s h a l l  n o t  
produce  revenue  a d j u s t m e n t s  based upon t h e  a c t u a l  p r e c e d i n g  twelve- 
month p e r i o d ,  greater t h a n  t h e  d i f f e r e n c e  between t h e  pu rchased  g a s  
billed at  t h e  t h e n  e x i s t i n g  ra tes  and t h e  pu rchased  gas b i l l e d  at 
the revised rate. 

On and after the e f f e c t i v e  d a t e  of t h i s  rate schedule, if 
any increase or decrease is made into t h e  rate at  which t h d  comp&ny's 
gas s u p p l i e r s  s e l l  gas t o  t h e  company, t h e  u n i t  c h a r g e s  of the afore- 
s a i d  rate s c h e d u l e  s h a l l  be i n c r e a s e d  or decreased by a purchased  
gas ad jus tmen t  de t e rmined  as follows: 

(1) G a s  p u r c h a s e s  w i l l  be de te rmined  by t h e  company unde r  
supplier's a p p l i c a b l e  rate schedule  d u r i n g  a p e r i o d  of t w e l v e  
c a l e n d a r  months e n d i n g  w i t h i n  t h r e e  months p r e c e d i n g  t h e  month of 
the effective date of t h e  s u p p l i e r ' s  rate change.  Such p u r c h a s e s  
s h a l l  be : 

(a) At t h e  base s u p p l i e r  ra te  

(b) At t h e  new s u p p l i e r  ra te  

The d i f f e r e n c e  between t h e s e  mounts  shows t h e  t o t a l  change 
i n  t h e  company's purchased  g a s  costs. 

(2) The t o t a l  change i n  pu rchased  gas costs s h a l l  be d i v i d e d  
by t h e  a c t u a l  number o f  c u b i c  feet of gas sold by t h e  company d u r i n g  
s a i d  twelve-month p e r i o d ,  y i e l d i n g  t h e  purchased gas adjustment e x p r e s s e d  
i n  c e n t s  per cubFc f e e t ,  u n l e s s  t h e  company's g a s  loss exceeds f i v e  
p e r c e n t .  The unit charge or credit so de te rmined  s h a l l  b e  t h e  purchased 
gas ad jus tmen t  a p p l i c a b l e  t o  consumer b i l l i n g s .  

I n  i n s t a n c e s  where t h e  gas loss  e x c e e d s  f i v e  p e r c e n t ,  t h e  actual 
&as sales s h a l l  be d i v i d e d  by 95 p e s c e n t ,  yielding t h e  maximum allowable 
gas purchases .  The maximum allowable gas p u r c h a s e s  s h a l l  t hen  be multF- 
p l i e d  by t h e  change i n  cost p e r  cubic foot y i e l d i n g  t h e  t o t a l  a l l o w a b l e  
change. The t o t a l  allowable change shall t h e n  be d i v i d e d  by the a c t u a l  
number of cubic f e e t  o f  gas so ld  by t h e  company during t h e  said twelve-  
month period, yielding the unit c h a r g e  or credit applicable to consumer 
billings. 

t o  be used i n  measur ing  t h e  effect of any subsequen t  supplier rate 
change.  Each such  subsequen t  change s h a l l  be t r e a t e d  i n  the same 
manner as set  f o r t h  above f o r  t h e  e s t a b l i s h m e n t  of a new purchased  
gas adjus tment  and for t h e  e s t a b l i s h m e n t  of a new base s u p p l i e r  rate. 

(3) The new s u p p l i e r  rate s h a l l  become the base supplier rate 

I n  t h e  e v e n t  t h a t  t h e  company receives from its s u p p l i e r  a 
r e f u n d  of amounts paid t o  such  s u p p l i e r  i n  r e s p e c t  of a p r i o r  p e r i o d ,  
t h e  company will a p p l y  t o  t h e  Commission f o r  a u t h o r i t y  and upon reC@i?t 
t h e r e o f  make a d j u s t m e n t s  on t h e  amount charged t o  its customers under 
t h i s  provision, 86 fOllQWS: 

(1) The " r e f u n d a b l e  amount" shall be t h e  amount r e c e i v e d  by 
the company as a r e f u n d .  Such r e f u n d a b l e  amount s h a l l  be d i v i d e d  
by the numer of c u b i c  feet of gas that company estimates i t  will 
sell to Its cus tomers  d u r i n g  t h e  four-month period commencing w i t h  
the first day of t h e  month f o l l o w i n g  r e c e i p t  of t h e  refund t h u s  d e t e r -  
mining a " refund f a c t o r " .  



(2) E f f e c t i v e  w i t h  m e t e r  r e a d i n g s  t a k e n  on and a f te r  t h e  
f i r s t  day of t h e  second month following r e c e i p t  of t h e  refund, t h e  
company will r educe  by t h e  r e fund  factor so determined  any purchased  
g a s  adjustment that would o t h e r w i s e  be a p p l i c a b l e  during such period. 
Provided ,  however, t h a t  t h e  p e r i o d  of reduced  purchased gas a d j u s t -  
ment will be a d j u s t e d ,  i f  n e c e s s a r y ,  in order t o  refund as  n e a r l y  as  
p o s s i b l e  t h e  r e f u n d a b l e  m o u n t .  

may apply  t o  t h e  P u b l i c  Service Commission f o r  the r i g h t  to d e p a r t  
from t h e  r e fund  p rocedure  h e r e i n  set  f o r t h .  

of this Purchased Gas Adjustment Clause  is: 

(3) In the e v e n t  of any large or  unusua l  re funds ,  t h e  company 

The base rate for purchased  gas for t h e  f u t u r e  a p p l i c a t i o n  

S u p p l i e r  

Bradley  and Son 
Gypsy Hughes 

R a t e  

.47 per  M c f  

.65 p e r  Mcf 

l -  


